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The Honorable Harvey Piw

Chairman

Securines and Exchange Commission
450 5th Sueet, N.W.

Washington, D.C. 20545

Dear Mr. Chairman;

We are wniing to express our concern and displeasure regarding press reports indicating
that, due 1o pressure from the accounting industry and its Republican supporters in Congress, you
are backing away from the choice you and other members of the Securities and Exchange
Commission (SEC) earlier had favored to head the new oversight board that will oversee the
accounting profession.! These reports, if true, raise serious questions as 1o the level of your
commitment to reforming the accounting profession.

According to these press accounts, “industry executives and at least one prominent
Republican lawmaker had complained that the top choice, John J. Biggs, was too tough on the
industry.” We note that Mr. Biggs’ nomination was widely hailed by many marker participants,
academics, and by former SEC Chainman Levitt.? We have heard favorable reports abour Mr.
Biggs from institutional investors, pension funds, and other market observers and participants.
The editorial page of the Wall Sueet Journal, hardly a proponent of excessive regulation, called
Mr. Biggs “a sensible choice.” We were therefore startled and dismayed to read in Friday’s New

'Stephen Labaton, *S.E.C. Chief Hedges on Accounting Regulator,” The New York
Times, October 4, 2002, at C1; Michael Schroeder and Cassell Bryan-Low, “GOP Objects to
Biggs to Run Oversight Board,” The Wall Sireet Journal, October 2, 2002, at C12; and “Post-
Enron Reform Questions,” The Washingron Post, October 4, 2002, ai A28.

“Stephen Labaton, "Chief of Big Pension Plan is Choice for Accounting Board,” The New
York Times, October 1, 2002, at C4; and Judith Burns, “Levant Praises Pitt As *Best Qualified’ to
Head SEC,” Dow Iones, October 3, 2002.

**Fighting Mr. Biggs,” The Wall Sweet Journal, October 4, 2002, at A12.
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- York Times thar “the selection process has been thrown into turmoul, as the accounting
profession, whuch lost the battle in Congress Two months ago over how it should be regulated,
has turned to Mr. Pitt, one of its former top lawyers before he joined the government, to try to
win the war.” The accountants are reportedly bemg supported hy some on Capitol Hill who
object to Mr. Biggs for not bemg sufficiently “moderate” (implying that Mr. Biggs might actually
take needed action).

We urge you to resist the special pleadings of your former clients in the accounning
profession, and appoint Mr. Biggs as head of the new accounting oversight board. As you knaw,
over the last year the accounting profession has, by its own greed and malfeasance, lost the
confidence of the investing public. Thar is why the Congress enacted the Sarbanes-Oxley Act
which, among other things, established an accounting oversight board to establish and oversee
standards of ethical conduct for the profession, 10 oversee the audits of public companies, and to
protect the interests of investors and the public. There is very little public confidence in these
marters now, resulting in a profoundly negative effect on our capital markets and the economy.
The accountants cannot, and should not, be permitted to pick their regularor, or exercise veto
power over the Commission’s choices in this marter. In closing, we join our colleagues Minority
Leader Gephardt and Congressmen LaFalce and Frank in urging you and the rest of the
Commission 1o move promptly to approve Mr. Biggs 1o be Chairman of the Public Company
Accountng Oversight Board.

Thank you for your consideration in this maiter.

Sincerely,

JOHN D. DINGELL

RANKING MEMBER RANKING MEMBER

COMMITTEE ON ENERGY AND COMMERCE SUBCOMMITTEE ON TELECOMMUNICATIONS
AND THE INTERNET

Enclosures

cc: The Honorable W.I. “Billy” Tauzin, Chairman
Committee on Energy and Commerce

The Honorable Michael G. Oxley, Chainman
Committee on Financial Services

The Honorable John' J. LaFalce, Ranking Member
Cormmuttee on Financial Services
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Under account-
ing industyy
pressure, the
choice of John
H. Biggs, abovr,
head of a bug
\pension plan, as
chairmanof a
new mdusoy
oversight hoard
Is being recon-
sidered by the
S.E.C. chief,
Harvey L, Pic

&he New Hork Eimes

S.E.C. Chief Hedges on AccountingRegulator

Chestur Hiye

By STEPHEN LABATON

WASHINGTON, Oct. 3 — Harvey L. P, under
pressure from Republicuns and former clients
the accounung profession, s backing away fron: the
choice he and other members of the Securines and
Exchange Commissian favored 1o lead the new
federal agency thar wili oversee
the mdustry

Indusiry execulives =zng ar
least one promment Repubfican
lawmaker complamed that the wop
chawee, John H. Biggs, was 1m0
tough on the wmduscry

After those complainls, Mr.
Pitr, the chairman of the commis-
ston, wiormed Mr. Biggs this week
in a telephane conversaton that he
wax no longer certam fis could sup-
port his candidacy to head the new accounimg
oversight poard, according 1o several people whe
were briefed abour the discussian. Only three weeks
ago, Mr PwI privately assured Mr. Biggs thar he
would support hum for the joh

Mr Biggs, a 10p executive at a large pension
system, ha> been a leading voice for more stringent
oversight of the accounTing profession. His testimo-

> Ir /The New Yulh Tifuvs, aboves, Pau) Hoocdyos/ he New York Times, below
0y this year helped ro lay the grounawork for some
of the provisions Iu the legislation signed wto law
Two months ago that set pp the new five-member
accounting aversight board.

He has been endorsed by people like Paul A.
Volcker, a Yormer Federal Reserve chairman, who
was the commission’s first choice for the past, and
Arthur Levitt, Mr. Puv's predecessor at the S.E.C.
Mr. Biggs, the chawrman and chief
execunive of the pension mvest-
ment pian TIAA-CREF, resnfied
this year before Congress that com-
pasies Need 10-2CCOQNT More stru-
gently far stock oprions granted 1o
execunves. He supports making
companies rotate thelr anditors ev-
ery few years.

And he has been crincal of
accounnng furms that perform con-
sulung and audming activittes for
the same chient.

The call from Mr PItt this week was g remark-
able turnsbaur. At a lunch at TIAA-CREF offices in
New York on Sept. 11, Mr. Put and Hayvey J.
Goldschmid, another commissioner, 1old Mr. Biggs
that they would support hum for the job if he wagted

Continued on Page 20
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S.E.C. Chairman, Pressed,
Rethinks Accounting Choice

Conrnued From First Business Page

it, semor agency officials and Con-
gressional aides briefed abour the
meenng said. At that nme, Mr. Biggs
mdicared he was leaning roward tak-
mgn

Mr Biggs then began consulung
with the commissioners about who
should be selected far the four other
pluces on the new board A few days
after the luncn, Mr. Par pubhcly
predicted that the new oversight
baurd would be announced by the end
of September, a moarh ghead of us
deadlme.

But now, commission officials say,
the selecnion process has been
throws wmro wrmoyl, as the account-
ing profession, which. lost the battle
in Congress Two Imanths ago over
how n should be regulared, has
wroed 10 Mr. Pin, one of its former
top lawyers before ne jomed the gov-
eTnment, 0 Ty 10 win the war.

In response 10 an e-mail message
oytlinng whar aides and officials had
sawd about the selecnon pracess, My
Pit taday issued a one-septence
statement through his spokeswom-
un, Christ Harlan. *The version of
evenrs you have described 15 un-
rue,” his Tesponse sad. Mr. Pt
declined a request 1o elaborare.

The S.E.C. charman now lipds
himself in an awkward palivical post-
tion, caught between some Repubii-
cans and accountmg representanves
who do not want Mr. Biggs, and some
of his colleagues and lawmakers,
who do

Cangressional awdes and current .

and former SEC officials say the
episade Wlusrrates the conunyed po-
lricat wfluence of rhe accounung
proteszion despure s defeat on Capl-
tol Hill on the legislation, sponsored
by Senaror Paul S. Sarbanes, Demo-

crat of Maryland, estabhishimg the
pversight board.

*Tv appears that the accounfng
fums, the Republicans and now
Chairman Pux are tfying o circum-
vent the Sarbanes legislation by
makmg certain that the bourd does
not nclude any reform-minded per-
sops,” said Tynn E. Turner, a former
chief accountant at the S.E.C. during
the 1990's who has been advismg
afficials on carrying out the new law
*If we lose Biggs, we lose a reform-
mwmnded board.”

Mr. Biggs, who was described to-
day by frienas as stl! willmg 1o
serve, said through a spokesman
that the commussion had not offered
him e Job and declined to comment
turther. Despite the converssiion
with Mr. P, hus candydacy 1s got
dead; Mr. Biggs copunues 1o enjoy
widespread suppost among the other
commssioners and a numpber of law-
malkers.

Mr. Goldschmd dechned 7o com-
ment abour the selection process.
Orher officials said 1t was not clear
whether Mr. Par's pew stance was
an effort 1o placace the accounting
mdustry and s supporters i Con-
gress or was simply a negotiatng
strategy to wwn Tthe appointment of
some cundidares he prefers for the
board who are opposed by other com-
missioners As one example, officials
say that Mr Pur sorongly favors
Donauid 1. Kirk, a Columbia Busimness
School prafessar, for one board sear,
while orther commissioners think Mr.
Kirk 13 too sympathetic 1o the mdus-

oy.

The new oversight board 18 viewed
&s an mporrant instrument vo calm
the roiled stock markets and restore
credibilizy vo the oversight of a pro-
fession that hes lost one of us major
nhirms, arthur Aandersen, because, of
Its cnmnal mvotvement wp the En-
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THE NEW-YORK TIMES, FRIDAY, OCTOBER 4, 2002

Suzana Haab for The Now Yark Yimso

The Jaw creating the accountng aversight board was named for Senavor
Paul 8. Sarbanes, scated at lefr, and Representatve Michael G. Oxdey,
right. The ™o may now be taking diffevent approaches on oversight.

Industry lobbyists try
to recoup setbacks in
Congress and block

an activist appointee.

ron scandal, and which 1s syl faced
with a steady siream of accusanons
involving conflicts of interest With
Mr. Biggs winamg support for the
job from 1op officials, 1t looked as if
the new board would be off w a
strong seart.

Bup represemtauves {rom the ac-
counting iIndustry and ws mam lobby-
g orgamzarion, the American Inst-
tute of Cerntfied Public Accountants,
privately balked They complawed
about the appomrment to officials at
the S.E.C and in the Bush admuns-
wation. They also approached Re-
publican (awmakers, mcluding Rep-
resentanve Michael G. Oxley, Re-
publican of Ohg, the chairman of the
Hause committee that has oversight
respensibiities for the agency

Peggy Peterson, a spokeswoman
for Mr. Oxley, sald he "wanted a
persan of moderale views” ta head
the oversight board. She pomtedly

; declined 1o comment when askeq
| whether Mr Ozxley thought thar Mr.
| Biggs was such a person or whether

Mr. Oxley had lobbied against the
appomiment, as other officials said.

Lynn Drake, communicanons di-
rector at the accountants' wasuruge,
did not respond to questions aboux Ks
views on Mr. Bigges.

Around the ume My Pig mformed
Mr. Biggs that his support was wat-
mg, Mr. Pt issued a carefully word-
ed statement I feSPONSe o an’ arn-
cle In The New York Times abour his
selecuon that said the full S.E C. had
not yer formally decided an the com-
position of the new hoard.

“The Secunties and Exchange
Commussion has made no decision on
the compasiuon of the Public Corapa-
ny Accounung Oversight Board or
offered the posigon of chairman to
any person,” Mr. Pur's statemeny
said. “Any report fo the contrary is
inaccurave. When the commission
acTng as a body mukes a decision, w
will make a public statement to that
effect.”

The accounting profession has
long loosely regulated nself. The new
oversight boara creutred by the legis-
lanion and named for Senatoy Sar-
banes and Mr. Oxley, who sought a
less restricuve bill, 15 supposed 1o sey
new ethics standards for the profes-
s1on and 1o disciplwne eryant andors.
How far it goes in establishing strim-
gent oversight will largely be derer-
mued by the new board members w
pe appomnted by the SE C
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To Run Oversight Board

TIAA-CREF Chief Faces
Opposition as Progress
On Accounting Panel Slows

By MicHagL SCHROEDER
And Casserr BrvaN-Low

WASHINGTON—Efforts o appomnt
TIAA-CRRF cluef John Riggs 1o run the
new accouning-siandards board o clean
up the profession after the Enron Corp.
debacle are running into apposition from
congressional Republicans.

Securthes and Exchange Commission
Charrman Harvey Pitr yesterdyy issued a
statement denymg a New York Twmes ve-
port that Mr. Biggs had been offered the
iob. Battles over who should sit on the
five-member bosrd have slowed progress
1o the point where no one has been named
ta the board—completion of which Mr.
Bt wanted by the end of Septeinber.

Ir’s mot for Jack of candidates. There
are 4«00 nogunarions alreudy for the jobs,
partdly because they pay a8 whopping
$435,000 2 year—a bir higher than Pres}-
dent Bush’s $400,000 salatry and more
than wiple Mr. Pitt’s $138,200.

The lohbying blitz has caused Mr. Pit-
I's targert dare To ship to ar least mid-Octo-
per, and he faces an absaluie deadline of
Oct. 28—as stipulated by Congress.

The SEC hoped to get the ball rolling
with The nominarion of Mr, Biggs, & well-
regarded economist and pension-fund
chief. But GOP lawmakers, including
Rep. Michael Oxley of Ohio, chairman of
the GOP-controlled House Financial Ser-
vices Commitiee, have expressed their
“strong objections” 1o Mr. Biggs, a con-
gressional staff memher said.

If House Republicans were cool to lum
before, Mr. Biggs apparently chilled the
relurionship further on Monday when he
artended an Oxley speech ar 2 town hall
meeling on corporate-governance at
TIAA-CREF headqnarters m New York
M. Biggs promoted himself for the board
position at the event, according to a GOP
officral who attended the event.

By Monday night, 4t a book party in a
New York art gallery-for former SEC
Chairman Arthur Levitt, a close assocl-

ate of Mr. Biggs, the pension-fund chief

wasnt commenting about tus appoint-
ment. Yeslerday, a TIAA-CREF spokes-
man said Mr. Biges had no comment on
his ameadanee ar the Oxley speech or
Republican opposwion 10 his passible
board appointment.

Shareholder aenvists, labor and pea-
sion funds argue that the new gccounting
regulatory group has an unprecedented ops
poruunity 1o overhaul the way aceounting
firms audit publie-company books and are
pressunng the SEC to appomnt reform-
minded members—incjuding Mr. Biggs Ac-

couniing firms have complained to law-
makers that they fear Mr. Biggs would
umpose restrienions on auditors that go be-
yond changes called for by the legislarion.

Amid the turmofl, some leading candi-
dates for board seats are withdrawing
their names. J. Michael Caok, a former
chairman of Deloitre & Touche LLP who
later became a crine of industry prac-
tices, has told the SEC he 1sn’t interested
in & board seat, s3ys an SEC official. Mr.
Ceook declined to corament.

Activist groups have Taken &im al one
front-runner for an accountant sear,
Donald Kirk. Some SEC officjals say that
SEC chief accountant Robert Herdman is
an advecale for Mr. Kirk, a past chaw-
man of the Financial Accounting Stan-
dards Board and a member of the defunct

Public Oversight Board, an mneffecrive in- -

dustry-sponsored disciplinary hody.
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- Post-Enron Reform Questions

¥ VHE ARREST of Andrew S. Fastow, Eno-
ron’s former chief financial officer, is a
- 1 welcome sign of the government’s deter-
mination to hold crooked execurives account-
able. But other aspects of the post-Enron clean-
up are not going so well. The Securities and
Exchange Commission’s efforts to appoint a
Hew board to oversee auditors are bogging
down, apparently because the accounting lob-
by remains in overdrive while public aftention
has strayed elsewhere. At the same time, there
is no pragress on appropriating money for the
SEC to beef up its enforcement division.

The SEC inidally invited Paul A Volcker,
the former Fed chairman, to head the audit
oversight board created by the post-Enron re-
form legislation that the president signed in
the summer. That was a gaod choice, but Mr.
Volcker declined. Next, the SEC approached
John H. Biggs, the head of the Teachers Insur-
ance and Annuity Association College Retire-
ment Equities Fund. This too was a good
choice: Mr. Riggs has long been an outspoken

advocate of honest auditing. He has refused 1o

allow auditors of his retirement fund to com-
promise their independence by acting as con-
sultants top. He has rotated audit firms, and he
has called for clearer accounting for executive
sock options. '

-+ The snag is that the accounting lobbyists
are telling their friends in Congress that they

don’t like Mr. Biges, aud the friends are pass-
ing this message along to the SEC; this week
Harvey Pitt, the SEC’s chairman, reportedly
called Mr. Biggs and told him that he may not
be able to support hima. Given that Mr. Biggs
has already been vetted by the administration
and the Fed, this is a troubling reversal. Unless
Mr. Biggs gets the job, the auditors may end up
with what they wanted all along: an oversight
board that does not aggressively rewrite audit
rules to make sure audits get done properly; an
oversight board that does not discipline audi-
tors for sloppy work; and in short, an oversight
board that looks much like the ineffectual pre-
decessor that allowed audit quality to decline
to the point that this year’s scandals became
possible.

As well as creating a new oversight board,
the post-Enron reform law authorized a big -
jumnp in the SEC’s budget, fram $438 million to
$766 million. The Senate has duly appropriat-
ed the money. But the House has yet o do so.
The SEC’s tight budget prevents it from hiring
necessary officials and paying them enough to
keep them; salaries at the commission lag be-
hind those at other financial regulators. If the
regulators are kept weak this way, regulationis
inevitably weak too. In the wake of Enron,
WorldCom and all the other corporate scan-
dals, i’s hard to see why Congress wouldn’t
want to bolster the securities commission.

F-232
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Chief of Big Pension Plan Is Choice for

By STEPHEN LABATON

WASRINGTON, Sept. 30 — The
chief executive of one of the nanon’s
largest pension programs, John H.
Biggs, has agreed 10 be the first head
of a new regulatory oversignt board
for the accounung profession, people
mvolved n the selection said today.

QOfficials af the Securines and Ex-
change Commission offered the job
10 Mr. Biggs, the head of TIAA-
CREF, the big pension fund, angd a
leading vaice for aggressive accouynt-
mg oversight. The SE.C’s first
choice, Paul A. Volcker, jormer
chairman of the Federal Reserve,
wurnod down the post

Harvey L. Pur, the chairman of the
S.E.C,, has said he hoped 1o announce
the board by the end of September,
bur the cammission faled to reach
agreement on the four other mermn-
bers.

The board was creared by Con-
gress two months ago afier a wave of
corporate scandals shook mvestor
confidence and sent the stock mar-
kets swooning. It 5 viewed by law=
makers and corporare law experis
as essennial to resrormg confidence
m the markers by 1aking steps 1o end
aceounnng abuses and reduce the
record number of earnings resrate-
ments over the last few years.

The new agency, the Public Com~
pany Accounrmg Oversight Board,
has been given a broad mandate o
set ethies and conflicr-of-nrerest
standards, discipline gccountants
and conduct apnual reviews of the
largest accountung firms.

The board’s predecessor organiza-
non suffered from a vanery of prob-
lems, notably us lack of independent
fimancing, which humpered 1is abihity
to police the profession Thar prab-
lem has been addressed by creatng
a different financing mechamsm —
the budget for the new board wil
came from assessmeals levied an
the corporate chenrs of the auditng
frms.

Mr. Biggs, 66, 1s an economisr,
actuary and former rop educarar and
msurance execunve His term s
chaiyman and chief execulive of
TIAA-CREF 15 scheduled to expire
next spring. With $265 ullion n as-
sets for 15,000 msurutions, the invest-
ment plan — formally the Teachers
Insurance and Ammuly Assoclation-
Collegs Retirement Equities Fund —
1s the largest pension system m the
couyntry for educanonal msnurions.

Through a spokesman, Mr. Biggs
dechined today 1o discuss his role at

2022252525 T-878
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Cheater Bigga Jr /The New York Times
John H. Biggs, the head of TIAA-CREF, has repeatedly urged
Congress to impose tougher regulatory standards on accounung.

the oversight board. His views aboyt
accognung regulation have become
well known 1p Wasnington this year

He Qs spoken publicly and tesu-
fied repeatedly 1o Congress abour the
need for tougher regulanon of ac-
countants He has called for ughter
accountmg of stock oplions granted
10 corporate execunves He urged
Caongress 1o go beyond the proposals
made by Mr. Pur i establishing &
tough and wdependent oversighl
agency. And af his own company, he
has rotatea TlAAa-CREF’s auditors

every five 1o seven years, and not
used the same accouniing fiyms to
perform both auditing and consulung
functions.

**The three changes we have need-
ed for some ume and that bear di-
rectly on the circumstances of Enran
are these,” Mr. Biggs told the Senate
Banking Commuriee 1n February at
hearings that lawd the groundwork
for passage of the law that creared
the new accounung hoard. ~One, a
means of dealing wih the wide-
spread overuse and abuse of fixed-

F-232
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Accounting Board

A strong oversight
role grows out of
corporate scandals.

Pprice stock optuions. Two, the need foy
some basic comman sense regarding
audiror independence. And three, the
need for a strong regulatory model o
oversee the gccounting profession.”.

Experts applauded the choice to-
day. “Biggs Is an excellent choice,”
said James D. Co¥, a Duke Umversi-
ty professor mn carporate and sectilt
ues law who has wrniten extensively
on accountig Issuss. “He comes
from an organization that has bheeg
1 the vanguard I terms of expecta-
nions for auditors, and he’s been sue-
cessful 1 everythmg he’s done.”

The S.E.C. 1s preparing 10 formally
announce the selecrion of Mr. Biggs
saoh and is negonating over the resy
of the board. By law, two of the five
members must be accountants. Dis-
agreemment has centered on the possi-
ble selection of Donuld I Kuk, a
professor ar Columina Basiness
Schpol and former head of the Finan-
cial Accountmg Standards Board. Re
1s said 10 be a Top candidare of some
officials, mcliding Robert K. Herd~
man, the chief accountant af the
SE.C.

Mr. Kirk 1s opposed by others at
the commission and by consumer
and ipvestor groups wha say he 1s 1oo
close to the profession. They have
sought the appointment of Charles
Bowsher, the former compurolier
general and head of the ald Public
Qversight Board. Bur Mr. Bawsher
has had a stramed relanonship with
Mr. Pitt smcee he resigned m protest
from thatr board, saying Mr. Pur's
suggested revampmg would give the
acconnring professian ton tight a rem
an the regulayory apparalus.

Orher candidates for the board in-
clude Sheldon Cohen, a former Inter-
nal Revenue commuisswner; J. My
chael Cool, a Tormer chief execynve
of Deloitte Touche Tohmarsu; Kayla
J. Gillag, a former general counsel of
the Califonua Public Employees’
Reurement System; Bevis Long-
sureth, a former member of the
S.E.C.; Mary L. Schapiro, vice chaw-
man of NASD; Joel Sehgman, law
school dean ar Washington Unjverst-
ty 1n St Lowis; and Michael Sutton, a
farmer chief accounzant at the SE.C.
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=DJ Levitt Praises Pitt As "Best Qualified"” To Head SEC

-

10:25:43, 03 October 2002

Dow Jones News Service via Dow Jones
By Judith Burns Of DOW JONES NEWSWIRES

WASHINGTON (Dow Jones) --Former Securities and Exchange Commission
Chairman Arthur Levitt had praise for his successor, Harvey Pirtec,
and for TIAA-Cref Chairman and Chief Executive John Biggs,
rumored to head a new accounting oversight board.

Pitr, a Republican, has been sharply criticized by coﬁgressional
Democrats. But in remarks late Wednesday to the AFL-CIO, Levitr
gsaid Pitt is "the best qualified person for the job" at the SEC.

Levitt, kicking off a tour to promote his boock "Take on the
Street," noted that Pitt recently suggested scrapping an
"ordinary business exemption' that now precludes shareholders
from voting on how companies account for stock oprioms. Levitt
said the idea is good, and admitted he wished he'd proposed it
under his tenure.

The former SEC chairman also praised Biggs, saving the head of
the massive teachers' pension fund would be a good choice to head
the accounting oversight board created by Congress this summer.

"I can't think of anyone better in America to undertake that
Jjob," Levitt said. If Biggs is tapped and agrees to do the job,
Levirct sa;d, "I think he*d be anAexcellent choice.®

Levirt defended one of his more controversial efforrs, known as
Requlation Fair Disclosure, saying it has been "enormously
succegasful." The rnle bars public companies from releasing
important information to a select audience, such as industry
analysts, unless they simultanecusly issue it to the public.

"The brokerage community still has reservations," but the rule
has been welcomed by investors and corporate executives, Levitc

http //housenewstr:806/NewsEDGE/FullStory/Full+View/2 1033655143.0079008¢.0.D3SE... 10/3/2602
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said.

-By Judith Burns, Dow Jones Newswires; 202-862-6692;
Judith.Burns@dowjones.com

(END) DOW JONES NEWS 10-03-02
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0sT AmeTican businesses are dumb
M ahout politics, but the accounting

trade seems positively ohtuse. Earlier
this year its resistance to any reform all but in-
vited Congress to Intrude with harsher new leg-
islation. Now the geniuses are back again, try-
ing 10 shoot down a
sensible choice tolead
the new accounting
standards board.

The big accounting
firms won’t dare speak on the Tecord gbout
this. All signs suggest they’re working mstead
through Republicans m Congress, specifically
Ohio’s Mike Oxley, who has carried oceans of
water for the industry before. They don’t want
pension fund chief John Biggs 1o lead the new
accounting board because they fear he might
actually force the industry to shape up after the
fiascoes a1 Enron, WorldCom, Xerox, Tyco and
So on.

Mr. Oxley’s press spokeswoman explained
yesterday thar the Congressinun “is Interested
it 2 more moderate person” in that job. Now,
i we've listened to the soft-spoken Mr. Biggs
f make s pitch on eorperate governance, and
moderate 1s the exact word we’d use to de-
scribe him. Elaborating a little, Mr. Oxley's

. spokeswoman added that, “He thmnks you
should have someone who has neither a pro-in-
dustry nor an anti-industry agenda.”

Translanion: He’s not 1n the tank for the re-
main:ng Big Four. They'te especially afrald Mr.

The accountanis try
to derail u tough cop.

. REVIEW & OUTLOOK

Fighting Mr. Biggs

Biggs might restrict the lucrative consulting
that accountants now da for the companies they
audit. At TIAA-CREF, the pension jund forteach-
ers and others, Mr. Biggs has limited conswiting
services for his auditors. But then so do such ad-
mired companies as Pfizer. Mr. Biggs has alsofa-
vored rofating auditors
every few years with
the same company—a
practice that accoun-
tants hate hut that
might help tun over some corporarte rocks.

Beyond Mr. Biggs, the issue is whether the
accounting indusiry has learned anything
from its vecent travails. One of its venerable gi-
ants is out of business, and Pricewaterhouse-
Coopers is bejng Investigated as the auditor for
the “criminal enterprise” that prosecutors now
say Tyco has been. Youd think the bean
counters would realize that a respected
cleanup man is exactly what they need to re-
store some public trust in thelr trade.

This is also a test for SEC Chairman Harvey
Put, who whiffed on accounting reform himself
and was rebuked by Congress. Mr. Pt had
wanted to fill our the five-member accounting
board by the end of last month, but he’s clearly
having problems. Paul Voleker turned hum
down, and with all the arrows now flymg in
Washington others are backwng our. If Mr. Pit
can’tname a board that the pyblic sees as inde-
pendent and credible, the White House should
find an SEC Chairman who can.
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The Honorable Harvey L. Pitt
Chairman

Securities and Exchange Commission
450 Fifth Street, NW, Room 6000
Washington, DC 20549

Dear Chairman Pitt:

The centerpiece of the recently enacted accounting and corporate reform legislation was
the creation of a Public Company Accounting Oversight Board to oversee the auditors of public
companies. That legislation provides in relevant part that the “Board shall have five members
appointed from among prominent individuals of integrity and reputation who have a
demonstrated commitment 1o the interests of investors and the public.” It is our view that the
SEC should seek out individuals who have had a long and accomplished career working for the
interests of investors as demonstrated by serving in leadership positions managing major
investment or pension funds, or advocacy groups that have worked for more transparent and
accurate financial reporting.

We have been very dismayed to hear of Republican opposition being mobilized against a
clearly qualified candidate with a demonsmrated record of commitment to the interests of
investors. The record of service of John Biggs, Chairman and CEO of TIAA-CREF, on behalf of
investors represents exactly the type of candidate needed to fulfill the qualifications described
above. His record, as an active voice in the institutional investor community, as a governor of
the NASD, as 2 trustee on the foundations supporting the Financial Accounting Standards Board
and the International Accounting Standards Board, as a member of the Blue Ribbon Committee
on Improving the Effectiveness of Audit Committee, and, briefly, as a member of the Public
Oversight Board, clearly demonstrate 2 commitment to investors and the public that would be

— difficuit o improve on.

Given the continued and implacable opposition of the accounting industry to the
establishment of an independent oversight board, it will take the appointment of strong and
committed members to fulfill the clear legislative mandate of the legislation. We strongly urge
you to resist bowing to pressure to reject a candidate due to industry opposition. Without a
strong and credible oversight board that can put effective reform in place, we are unlikely to see
the kind of “sea change™ in the culture of the accounting profession that is clearly needed if we
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are 1o restore the reputation of the accounting indusiry and the integrity of the financial reporting
system.

The choices you make now in appointing the new board will be an important part of your
legacy at the SEC. The appointment of a strong and credible oversight board is the most
imporiant step that you and your fellow commissioners can take to demonstrate yonr
commitment to implementing the law as Congress intended and protecting the American
investor, not special interests.

Sincerely,

RICHARD A. GEPHARDT JOHNJ. LaFALCE BARNEY FRANK
Minority Leader Member of Congress Member of Congress




